Pakistan was one of the founder members of World Trade Organisation (WTO) and also a founder member in its erstwhile General Agreement on Trade and Tariff (GATT) but, people in Pakistan were not much exposed to globalisation. In this article an attempt is made to identify the ways and means of implementation of globalization, to provide a holistic picture and the reasons for the failure of the globalisation process in globalization. The article is written on the basis of secondary data published in various sources. It was found that the economic liberalization has been opted not as a policy generated indigenously but largely as an obligation under the conditionalities imposed by the International Monetary Fund (IMF) and World Bank through their Structural Adjustment Programme (SAP). The Structural Adjustment Programme has been a big failure in Pakistan. The liberalization process is mainly carried out in financial sector, Trade, Legal system, Administration, agriculture, education and Health care sector. This process actually aggravated job market. It has been a sour phenomenon for young people who are looking for a job as the unemployment rate is growing. The findings suggest that the other countries with unstable political scenario should approach globalization with prudence and caution.
Privatization
The effort for privatization could be traced from the early years of 1980s. But those attempts did not bring any desired results. In 1990, Pakistan tried to divest its stake in state run profit-making companies and, for that government identified six profit making companies. In this attempt government, though not fully successful, managed to divest 10 per cent stake in Pakistan International Airlines to private bidders The privatization process got its momentum in 1991 when government announced establishing Privatization commission. The privatization commission identified 106 State Owned Enterprises (SOE) that includes business units, banks and other non-banking financial units, as prospective privatization candidate. Today all the State Owned enterprises have been privatized and, nearly Rs.60 billion were collected as proceeds of privatization.
The Mission statement of Privation commission states that "Privatization is envisaged to foster competition, ensuring greater capital investment, competitiveness, and modernization, resulting in enhancement of employment and provision of improved quality of products and services to consumers and reduction in the fiscal deficit".
The objectives of privatization can be traced from the Mission statement. They are 1.
To allow the domestic companies to face the competition.
2.
Greater freedom in areas of venturing.
3.
No level playing in the case of uncompetitive industries.
4.
Maximum utilization of resources.
5.
Access to / bring in modern technologies.
6.
Creation of employment opportunities that comes by the expansion of industrial activity.
7.
More revenue to the government by increased international trade.
8.
Creation of infrastructure through foreign investment.
9.
Emergence of new areas of business those are possible only in the open economy.
10.
Finally, to the consumers, availability of quality products at competitive price. Thus, higher standards of living for the people.
Steps involved in Privatization
The common procedures involved in most of Privatization cases are given below.
1.
Identification of entity (ies) that needs to be privatized.
2.
Financial adviser is hired and the hiring process is guided by either Board approved regulations or Hiring of Financial Advisor Regulations 2001.
3.
The next step is related to identification of technical and legal problems and enacting suitable rules for privatization particularly for companies formed by the Act in parliament.
4.
Then the value of the company (the property) to be privatized is assessed.
5.
The next step is inviting Expression of Interest (EOI) by advertisement, submission of bid and identification of suitable bidder (normally highest bidder).
Typically, it takes 18 months to complete one privatization deal. Additional time period may be required for such cases that require changes in rules and regulations. The privatization process received severe opposition from political parties and trade unions. The political gambling by politicians and the fear of losing job or at least the so-called extra benefits among employees created mayhem to the privatization process. A section of the elite and the industrialists were also against the privatization process as they were very skeptical about the benefits of privatization and worried about its ill effects during the transition period.
The policy stance of government in 1970s was nationalization. But, nationalization eroded the spirit of private entrepreneurs thus, failing to achieve its stated objective. So the government had to rethink about the nationalization process. Finally in 1977, the government introduced new policy measures in order to restore the confidence among private entrepreneurs. The new policy measures like denationalization, disinvestments and decentralization was quite contrary to the previous policy stance and had become the cornerstone of privatization process in Pakistan. The liberalization or Structural Adjustment Programme (SAP) was pursued with the view to revive the economy. It has the following key elements 1). Removal of distortions in the economy 2). Enhancing the macroeconomic stability conducive for business venturing 3). Emphasizing economic governance and 4). Poverty alleviation.
Chronology of Privatization process
It was assumed that liberalization would bring competitive spirit along with foreign money and technology, this in turn would foster strong economic growth, that would create lots of employment opportunities and thereby reduce poverty. Thus, in Pakistan policy makers thought that globalisation is the panacea for all the problems. Unfortunately, the poverty incidence was much higher in post-globalisation era. But, it seems that globalisation did not bring any unemployment. Even in the pre-globalisation years the poverty incidence and unemployment were higher in all years except a few. The few years in which the Pakistan economy grew more than 6 per cent saw fewer poor and more employment growth. Hence, it is obvious that to sustain employment rate and to reduce the poverty incidence, Pakistan economy (GDP) has to grow more than 6 per cent and suitable policy measures should be employed for that cause.
The liberalization process is mainly carried out in the following sectors. 
Capital market reforms
The reforms in the capital market were aimed at creating a vibrant, market friendly system to provide investors a new avenue for investing and for entrepreneurs an easy way to raise money. The stock markets in Pakistan witnessed a boom immediately after the announcement of liberalization policies in 1991.A new T+3 settlement mechanism was announced along with more prudent risk management regulations were imposed for stock exchanges.
The Securities and Exchange Commission of Pakistan (SECP) became a more powerful system regulator to deal with future needs. Other important reforms were the setting up of National Clearing and Settlement System, announcement of new code of conduct for the stockbrokers, raising net margin requirement for brokers, creation of rules against insider trading and a market friendly regulatory changes for easy take over, acquisition, merger.
The stock market operation has been so refined which can be assessed from liquidity, asset quality and similar parameters of companies. Still there are areas that need a lot of attention for effective functioning of stock market. Notable among them are 1). Risk of devaluation of home currency 2). Active trading only in limited number of companies 3). Low liquidity 4). Incentives for debt and introduction of commodity markets in major cities. The saving rate in Pakistan remains very low at 11% of GDP and the participation in stock market is quite low which can be changed only by providing secured (well informed) platform.
Foreign exchange liberalization
A major development happened in the foreign exchange market in 1991 when government announced a number of regulations relating to foreign exchange transactions. The new regulation allowed residents to open and maintain Foreign Currency Accounts (FCA), hold foreign currency and earn return more than other savings scheme.
Officially, Pakistan has moved into free-floating regime from managed/fixed exchange rate regime in late 1990s. But in reality the exchange rate is not allowed to float freely and this can be felt from central bank's foreign exchange market operation. The State Bank of Pakistan has steadily purchased till April 2004 and has been selling steadily thereafter.
The intervention was a need of hour as the central bank has been adapting the policy of building forex reserves for the purpose of keeping sufficient import cover. But this intervention was done in order to prevent sudden money supply in the domestic economy and also to stop artificial fluctuation arising out of speculative trade and expectation. The stability of exchange rate is vital for smooth business operation particularly in the case of Exports and Imports and Portfolio Investments.
The fluctuations in the inter-bank market has been kept low and the premium hovers around 3 to 4 per cent almost through out the year. Another achievement in reforms is the elimination of Hawala or Hundi transactions that are illegal and also equally challenging to the normal functioning of the forex market. Now, the forex market is nearly at par with any other developing country markets but it clearly lacks volume to allow it to function on demand and supply.
Banking sector reforms
The first distinct banking sector reform started in the late 1980s. In 1992, licenses were given to private bank to start operation in an effort to liberalize the banking sector. In the same year two public sector banks (Muslim Commercial bank and Allied bank of Pakistan) were privatized, a bolstering steps in the direction of liberalization.
The Strengthening of regulatory role (through new prudential regulatory rules in 1989 and 1992) of central bank (State Bank of Pakistan) and privatization of banks are important reforms happened in the banking sector. Most of the Nationalized Commercial Banks (NCB) was over-staffed; a common problem associated with most of the public sector enterprises.
Efforts were taken to reduce at least half the existing strength as they were considered "surplus". The banks earmarked more then 40 per cent of existing branches as non-profitable thus, required to be closed. The banks also aimed at reducing the Non-Performing Loans (NPL) as a measure to increase asset quality. The banking system nearly collapsed in 1996 due to poor corporate governance and mismanagement in financial transactions. The political influence on lending and loan recovery disrupted the functioning of banks particularly that of the government. The non-performing asset grew to Rs 146 billion in 1998. The situation grew still worse for Nationalized Commercial banks (NCB) had 29% NPL to their total loan portfolio. The second phases of reforms were introduced in 1997, which was sponsored by World Bank. The NPL were reduced but the achievements not outstanding.
In order to strengthen fiscal reporting, the government of Pakistan has established Fiscal Monitoring Committees at federal and provincial levels. To review audits in the public sector enterprises ad hoc Public Accounts Committees has been created. The government continues its ride on economic reform but there are areas that require further effort either at policy level or at implementation level. Implementation of court verdicts in loan recovery, eliminating political interference in bank operations along with the sound budgeting, good procurement process, internationally accepted accounting and auditing, transparency in financial operations are a must for eliminating waste and corruption and also to achieve maximum productivity in all areas of operation.
Trade liberalization
Till 1980, Pakistan was a closed economy with high level of protection. Pakistan followed a trade regime, which discourages imports and encourages exports besides it sought for import substitution. The local economy was well protected from foreign competition particularly, from the import of foreign products. The import was discouraged with tariff and non-tariff barriers. Stringent non-tariff barriers including, outright ban, quantitative restrictions, licensing, canalizing etc were employed to control imports.
Pakistan started trade liberalization in 1980s by reducing higher tariff rates on imports especially, it was rationalized in harmony with international agreement and WTO norms. It should be noted that nearly 60 per cent of industrial value addition was protected by import bans and by other forms of import restrictions. In the 1980s quantitative restrictions were eliminated and in the 1990s restricted list was eliminated. From 1983 From -84 to 1993 . But once again the contribution came from traditional service industries like public administration and there was no increase in contribution share of commerce, finance and transport. Also, the exports have been stagnant at $8 billion for the last few years. This implies that (commerce) export and import grow only at the rate of average economic growth rate of country obviously; the liberalization did very little to international trade. And, the new economies, the symbol of service economies, were not at all growing. Service sectors like communication, transport and finance have nearly maintained the growth rate. Hence, the indicators signal that a lot more has to be done in order to get maximum benefits from globalisation.
Looking for new export markets, identifying new areas of sourcing, adding a whole range of products in to the existing export portfolio, identifying niche products and niche markets along with improving the skills of laborers by training, awareness and education etc. On the other hand protection against imports should be brought down for a decent export expansion. The maximum tariff a rate also, has to be lowered to 30% slab; other administrative hurdles should be eliminated in order to achieve speedy export and import. This will boost a trade and the related industries' growth.
Agricultural sector reform
Pakistan's Agriculture needs to be protected to an extent as it caters to around 48% of country's employment need. The contribution of Agriculture and allied industries towards countries total exports was at 65 %. Just like any other developing country Pakistan too was affected by globalisation. Multi Fibre Agreement (MFA), which deals with Textiles and clothing, was one such rule in GATT that affected Pakistan the most. In fact Pakistan along with other developing countries wanted to phase out this rule early. It is quite clear MFA was in favour of developed nations by allowing them to continue protection. The developed countries used Quota and similar measures to tackle import from developing nations.
The post-quota regime looks very attractive for Pakistan but it has to face renewed competition from India, China, Thailand and Indonesia. To sustain growth in Textile exports they have to move up the value chain. Pakistan should not continue to be a raw material and semi-finished product supplier to the rest of the world. In fact the market for high end products is big enough and more profitable. But Pakistan should try to have a balanced export portfolio by increasing the share of fruits in total exports.
Administrative reform
Pakistan's public service suffers from jillion numbers of problems. The public offices are overstaffed along with the problems like not adequately skilled employees, political interference in selection process, highly paid when compared with similar types of jobs in private sector, poor morale, lack of accountability and omni-present under-the-table revenue system. The reforms in this area are not unnoticeable. The railways, the largest employer in the country, a public sector unit, reduced its staff strength by golden handshake that reduced more than 40,000 of excess staff.
Conclusion
The globalisation has brought number of changes in Pakistan. In order to cope with WTO/IMF/World Bank rules and regulations, Pakistan has taken much reform in almost all sectors of the economy. Different leaders of Pakistan have implemented the globalisation in different forms in different time intervals under different circumstances. Globalisation was implemented under the compulsion of IMF and World Bank. The Leaders (Democratic and Military) somehow accepted that this phenomenon is irreversible. But the benefits accrued from globalisation is nearly nothing. It has been a sour phenomenon for young people who are looking for a job as the
